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AMENDING THE CIVIL SERVICE RETIREMENT ACT 
WITH RESPECT TO REEMPLOYMENT SERVICE 


WEDNESDAY, JUNE 1, 1960 


Hovust or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
ComMITTEE ON Post OrricE AND Civit SERVICE, 
Washington, D.C. 

The subcommittee met at 9:45 a.m. in room 215, House Office 
Building, Hon. James C. Davis (subcommittee chairman) presiding. 

Mr. Davis. The subcommittee will come to order. 

This subcommittee was appointed to consider H.R. 10503, a bill to 
amend the Civil Service Retirement Act with respect to reemploy- 
ment service. The members of the subcommittee are Mr. Dulski 
and Mr. Cunningham, and I was designated chairman. The bill, 
H.R. 10503, will be placed in the record at this point. 

The bill follows:) 

(H.R. 10503, 86th Cong., 2d sess.] 
A BILL To amend the Civil Service Retirement Act with respect to reemployment service 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 13(b) of the Civil Service Retirement 


Act is amended by adding at the end thereof the following sentence: ‘‘Any such 
annuitant whose described employment continues for at least five years may 
elect, in lieu of the benefit authorized by the proviso herein, to have his rights 


redetermined under the provisions of this Act upon deposit in the fund of an 
amount computed under section 4(¢c) covering such employment.” 

Mr. Davis. This legislation amends the Civil Service Retirement 
Act provisions relating to reemployment of annuitants. Under the 
measure, an annuitant who is reemployed after retirement and serves 
at least 5 years would be able, upon deposit of the regular retirement 
contribution with interest, to have his entire annuity recomputed in 
accordance with the law which is in effect at the date of separation 
from the reemployment service. This will have the effect of providing 
such an annuitant a single annuity based upon all of his service— 
that is, his service before his first retirement combined with his 
reemployment service. 

Under existing law (sec. 13(b) of the Civil Service Retirement Act) 
an employee who retires with annuity entitlement and then is reem- 
ployed must serve 1 or more years to obtain any retirement credit 
for his reemployed service and even after completing the 1 year 
may not add such reemployed service to his prior service for purposes 
of computing a single annuity. Instead, the reemployed service is 
treated as though it were original service and the reemployed 
annuitant earns a separate annuity on the basis of such service. 

We will now hear a statement by Representative John L. McMillan, 
the author of H.R. 10503, after which the subcommittee will receive 
the testimony of representatives of the U.S. Civil Service Com- 
‘mission, 
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2 REEMPLOYMENT SERVICE 


STATEMENT OF HON. JOHN L. McMILLAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. McMixtan. Mr. Chairman and members of the subcommittee, 
I deeply appreciate this opportunity to appear before your com- 
mittee this morning in behalf of my bill, H.R. 10503, to amend 
section 13(b) of the Civil Service Retirement Act. 

Under existing law when a person retires of his own accord, should 
he thereafter be reappointed to a position in the Federal service he 
cannot surrender his retirement and be paid the full salary of the 
position to which he is appointed. Retirement deductions are not 
withheld from his salary and when his employment is terminated his 
annuity is not recomputed. Instead, the retirement he was drawin: 
at the time of his reappointment into a Federal position is dehacal 
from his salary and the difference between the two is paid to him by 
the employing agency. The effect of this procedure results in the 
Civil Service Commission paying from the retirement fund a sub- 
stantial part of the employee’s salary without receiving reimbursement 
from the employing agency. 

The purpose of my bill, which is general in its nature, is to allow 
retirees reappointed in the Federal service on a full-time basis and 
who continue in such employment for not less than 5 years to have 
his retirement rights redetermined under the provisions of the Civil 
Service Act approved July 31, 1956, conditioned, however, upon his 
depositing with the Civil Service Commission an amount computed 
under section 4(c) covering such employment. In other words, to 
obtain a redetermination of retirement rights a retiree must deposit 
with the Civil Service Commission a sum of money equal to the 
deductions which would have been made from his salary had he never 
retired, plus interest at the rate fixed in the act. 

To my mind this is a fair and meritorious bill and is deserving of 
your favorable consideration because, in the first place, a person ap- 
pointed in Federal service at the age of 62, we will say, and who works 
for 5 years is eligible to an original retirement. Now, since original 
service I mentioned of 5 years carries retirement rights, then it is 
only fair, reasonable, and just to recognize the long and faithful service 
of the person who worked 30 or more years and retires, and then later 
obtains a reappointment and works in such reemployment status for 
not less than 5 years to have all his service counted and his whole 
retirement rights redetermined. 

I am sure the cost of this amendment to the retirement system will 
be negligible, in fact it will cost no more than if the retiree had never 
retired but continued in employment and retires as of now because if 
his retirement rights are redetermined, in accordance with my bill, 
he will have to pay into the retirement fund the full amount of deduc- 
tions provided by law, plus interest, for the 5 or more years of his 
reemployment. 

I do not believe that many retirees will ever come back into Federal 
service and work 5 or more years after their original retirement; and 
for those who do and qualify under this bill they will, in many cases, 
be nearly 70 years of age, and therefore their life expectancy will be 
far less than those who retire and do not receive reappointments. 

Those conscientious individuals interested in serving their Govern- 


ment who do come back to employment after retirement should be 
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REEMPLOYMENT SERVICE 3 


rewarded for their faithfulness and loyalty by granting them the right 
of recomputation of retirement, as proposed by my bill. 

I understand the Civil Service Commission has no objection to this 
measure, and therefore trust your committee will act favorably 
upon it. 

Thank you. 

Mr. Davis. Thank you, Mr. McMillan. 

We will now hear from Mr. Andrew E. Ruddock, Director of the 
Bureau of Retirement and Insurance of the U.S. Civil Service Com- 
mission. 


STATEMENT OF ANDREW E. RUDDOCK, DIRECTOR, BUREAU OF 
RETIREMENT AND INSURANCE, U.S. CIVIL SERVICE COMMIS- 
SION 


Mr. Ruppock. I appreciate this opportunity to appear for the 
Commission and comment on H.R. 10503. 

This is a bill which would permit recomputation of the annuity of a 
person who has been retired optionally and who has been a reemployed 
annuitant on a full-time basis for at least 5 years. The bill would 
require that at the completion of the reemployment the annuitant pay 
the equivalent of the 644-percent deduction for the period of reemployed 
service. 

The Commission has not reported on the bill since it was introduced, 
but in response to a request from the Honorable Tom Murray, the 


Commission on February 16, 1960, sent a letter in which it stated that 
the Commission would have no objection to the enactment of this bill. 
We were commenting on it in draft form. 
[ would like to ask that that letter be made a part of the record. 
Mr. Davis. Without objection it will be inserted in the record at 


this point. 
(The letter referred to follows:) 
Civit SERVICE COMMISSION, 
Washington, D.C., February 16, 1960, 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: I have your letter of January 28 requesting the Com- 
mission’s views with regard to a draft of proposed legislation. 

Section 13(b) of the Civil Service Retirement Act governs the reemployment 
in Federal service of certain employees retired thereunder. It covers all such 
retired employees except those (1) retired for disability and found recovered or 
restored to earning capacity, and (2) whose annuity was based on an involuntary 
separation (except for age). Any such affected annuitant who is reemployed and 
serves in that capacity on a full-time basis for at least 1 year has his original 
annuity increased, upon separation from reemployment, by the annuity earned 
during the reemployment service. 

Under the draft proposal, the retired employee who serves at least 5 years 
would, upon depositing the regular retirement contributions with interest, have 
his entire annuity recomputed under the law in effect at date of separation from 
the reemployment service rather than receive just the added annuity earned 
during reemployment. 

The provisions of existing law were enacted upon Commission recommendation, 
The Commission’s views on the subject were aptly expressed in its report of 
June 15, 1956, to you regarding 8S. 2875. I quote therefrom: 4 

“The provisions for a redetermination of annuity rights under the law in 
effect at the time of termination of reemployment, and for a recomputation of 
annuity based on total service, are particularly undesirable because of the wind- 


falls which would occur. 
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4 REEMPLOYMENT SERVICE 


“One example will serve to illustrate this point. Assume an individual with 
an average salary of $5,000 and with 30 years of service retired optionally on 
December 31, 1951, at age 55. He elected a survivor annuity for his wife, also 
age 55. His annuity is reduced because of his age, because of his election of g 
survivor annuity, and because of his wife’s age at the time he chose to retire, 
On December 31, 1956, his annuity, including increases provided by law, is $1,968 
per annum. In the event of his death after December 31, 1957, his widow’s 
annuity will be $960. If he is reemployed January 1, 1957, at a salary of $5,000, 
works full time for a year, and again retires, annuity recomputed on his total 
service as provided by 8. 2875 would result in benefits to him at the rate of $2,916 
per annum, with a potential widow's benefit of $1,488 per annum. The present 
value at age 61 of these reeomputed benefits exceeds by $13,600 the present value 
at the same age of benefits at the old rates. In other words, his compensation 
for 1 year’s service is in effect $18,600, rather than the salary of $5,000, 

“While the Commission agrees that substantial reemployment should operate 
to increase retirement benefits, reeomputation can result, as in the above example, 
in an increase out of all proportion to the value of the services during reemploy- 
ment. Enactment of this proposal would subject appointing officers, including 
Members of Congress, to extreme pressure from retired employees, following each 
liberalizing amendment to the law, for reappointment in order to secure recom. 
putation of annuity on their entire service. It is therefore recommended that 
the annuity of a person who serves as much as 1 vear be increased by just the 
amount of annuity earned during the reemployment under the law then in effect,” 

Then in his testimony before your committee on July 12, 1956, former Com- 
mission Chairman Young recapitulated as follows: 

“While the Commission agrees that a year or more of reemployment should 
operate to increase retirement benefits, recomputation can result in an increase 
out of all proportion to the value of the services during reemployment. This 
violates the principles of a well-planned retirement system. Enactment of this 
proposal would subject appointing officers, including Members of Congress, to 
extreme pressure from retired employees. Every time a liberalizing amendment 
to the law is enacted, retired employees would seek reappointment in order to 
secure recomputation of annuity on their entire service. It is, therefore, recom- 
mended that the annuity of a person who serves as much as 1 vear be inereased 
by just the amount of annuity earned during the reemployment under the law 
then in effect.’’ 

The Commission still holds the same view as regards short periods of reemploy- 
ment. Enactment of the draft proposed would open the way for some windfall 
benefits. This would be particularly true where a liberalizing retirement amend- 
ment has been enacted since the employee’s first retirement or where he has re- 
ceived materially higher salary during the reemployment service than during his 
previous highest years. In most instances, a recomputation would be more bene- 
ficial to the individual than would a supplemental annuity allowance. 

However, there is some merit to the proposal because the individual would 
have to perform full-time service for 5 years or more to secure the recomputation, 
An employee serving that length of time is generally not the type of individual 
whose primary interest is a materially larger retirement allowance. He would 
usually be a conscientious individual interested in performing substantial service, 
with the retirement item being a secondary consideration. While there could be 
abuses, the resulting benefit would not be so great in proportion to the time served. 
Accordingly, the Commission would not raise objection to its enactment. 

This matter has not been cleared with the Budget Bureau, which action would 
be necessary should we make official report on the proposal after its presentation 
in actual introduced bill form. 

By direction of the Commission: 

Sincerely vours, 
BarBAaRA GUNDERSON, Acting Chairman. 


Mr. Davis. I see that this letter has in it an illustration of an 
instance in which the change would apply. 

Mr. Ruppock. The illustration, sir, in this letter was one which 
was used to illustrate what effect recomputation would have if it were 
permitted after service as brief as 1 year. If it were permitted after 
service as brief as 1 year the increase in the value of the annuity could 
actually exceed the value of the man’s service during that 1 year. 
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REEMPLOYMENT SERVICE 5 


One year would be considered pretty much nominal reemployment. 
But where the man has been reemployed 5 years, it is rather obvious 
that his reemployment was not motivated primarily by a desire for 
an increase in his annuity. He is obviously a conscientious person 
who has been working at the job. 

Mr. Davis. Could you give us an example of what would be the 
effect of this bill on what you would consider a normal case, one that 
would normally come up? 

Mr. Rupvock. Yes; | do not have one prepared, but let us see if I 
can construct one. 

Let us say a man worked 30 years and retired at the age of 60 with 
an average salary of $10,000. Let us assume he was retired in 1955. 
His annuity would have been $4,500 a year. 

Let us assume he is reemployed for 5 years, beginning in 1956 and 
working through 1961, and let us assume his salary during the reem- 
ployment is also $10,000. ser 

At the completion of this 5 years of reemployment this bill would 
make him entitled to a recomputation of his annuity, and that recom- 
putation would be under the terms of the present Retirement Act 
including the amendments during his reemployment. His annuity 
then, based on 35 vears of service, would be $6,625 a vear. 

Mr. Davis. Does that mean that the same $10,000 average salary 
would be calculated? 

Mr. Ruppock. Yes; we would use the highest average annual 
salary for a 5-year period, which could be either during his first 30 
years of service or after his reemployment. 

Mr. Davis. If his last 5 vears of reemployment were at a salary 
lower than $10,000, vou would still use the highest 5-year period in 
his total employment? 

Mr. Ruppock. That is right. 

The reason for the increase in his annuity in this illustration is due 
to two things. First, he has 5 more years of service. 

Mr. Davis. What percentage increase does each vear bring? 

Mr. Ruppock. On the total recomputation the formula would be 
144 percent of the average salary for the first 5 vears of service— 

Mr. Davis. For each year that is added on? 

Mr. Ruppock. Not quite. You have to recompute it as if he had 
never retired. The formula calls for 114 percent of his average salary 
for the first 5 years, 1% percent between 5 and 10 years, and 2 percent 
for the years of service in excess of 10. It is the change in the annuity 
formula which occurred in the 1956 law which is primarily responsible 
for the increase in this case. 

Mr. Jounson. Mr. Chairman, could I ask one question? 

Mr. Davis. Yes; I wish you would ask as many questions as occur 
to you. 

Mr. Jounson. Take the situation of a man who worked 30 years 
for the Federal Government and then left voluntarily for 1 or 2 years 
and then was reinstated. Take a man who worked 30 years and left 
the service at age 55. 

Mr. Davis. Who had not reached retirement age? 

Mr. Jounson. Who had not reached retirement age. Then he 
returns to the service, is reinstated a year later, and works 5 years. 
This man is credited with the full 35 years of service for annuity 
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Mr. Ruppock. Yes; I would like to make one change in your 
assumption. Say he was 54 when he left the service, because if he 
were 55 he would have been eligible for optional retirement. 

Mr. Davis. If he retired after 30 years of service and drew retire- 
ment pay for 2 years and then was reemployed, would there be any 
difference? Would he still come under this bill? 

Mr. Ruppocx. He would still come under this bill if he came back 
and worked 5 vears on a full-time basis. 

Mr. Davis. In that event would he, during that 5-year period, 
continue to draw retirement pay? 

Mr. Ruppock. Yes; the annuity continues. The salary is reduced 
by an amount equal to the annuity he receives. In other words, what 
he receives is equivalent to his salary. The reason for this arrange- 
ment is that most people who are employed after retirement work for 
only a short time. We used to suspend the annuity and then resume 
the annuity after the employment ended. We found time and time 
again we could not keep caught up with the man being reemployed. 
It would be a month or so before we found it out and after he left the 
employment it would take more time to start his annuity again. So 
it is administratively more simple to let the paymaster make the ad- 
justment by reducing the salary by the amount of the annuity. 

Mr. Davis. A person who worked and discontinued his employment 
and then was reemployed and worked 3 years or 4 years or 4% years 
would not come under this bill here? 

Mr. Ruppock. No, sir, he would not. 

Mr. Davis. There must be a minimum of 5 years of reemployment? 

Mr. Ruppock. If he has had at least 1 year full-time reemployed 
service but less than 5 years, he would get a supplement to his annuity. 

Mr. Davis. That is under existing law? 

Mr. Ruppock. That is under existing law and that would still be 
true if this bill were passed. This bill would affect those reemployed 
for 5 years, but the existing law would apply for a person who had been 
reemployed for at least 1 full year. 

Mr. Davis. Could you explain that a little further? I am not 
sure [ understand exactly what the present law is. 

Mr. Ruppock. The man who has been retired optionally and who 
has been reemployed and worked continuously on a full-time basis 
for at least 1 year earns a supplement to his annuity. In other 
words, his existing annuity is increased by the amount earned during 
reemployment. That would be calculated at 2 percent of the average 
annual salary during reemployment. 

In other words, if a man were retired optionally then after a time 
came back as a reemployed annuitant and worked for exactly 1 year 
at $5,000, the rate of annuity he has been receiving would be increased 
by $100 a year—2 percent of his $5,000 salary. 

Mr. Davis. Two percent of the $5,000? 

Mr. Ruppock. That is right. But the person who is reemployed 
for less than 5 years—assuming this bill were passed—would not 
secure the advantage of any liberalizations to the Retirement Act 
that have been passed since he retired. 

' Mr. Jonnson. Mr. Chairman, could I speak off the record a 
moment? 

Mr. Davis. Yes. 

(Discussion off the record.) 
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REEMPLOYMENT SERVICE 7 


Mr. CUNNINGHAM. Is this a big enough thing that there could be 
a price tag on the cost? 

Mr. Ruppock. We cannot make an estimate of cost because we 
have no idea how many would be reemployed. We made a survey 
Jast fall and the total number of reemploved annuitants throughout 
the entire Federal service was in the neighborhood, as | remember it, 
of 1.400. Most of the 1,400 would be people who would be reemployed 
for 2 or 3 months, people brought back to do a special job, and then 
they would be separated. How many of that 1,400 or a comparable 
number at any given point would stay reemployed for 5 years would 
be extremely small, 

Mr. Cunninauam. It would not involve the Commission? 

Mr. Ruppock. Not costwise. There would be some cost but we 
have no way of estimating what it would be in total. 

Mr. Davis. And the Civil Service Commission offers no objection? 

Mr. Ruppock. The Civil Service Commission offers no objection, 
Ishould point out that since there was no report from the Commission 
on a numbered bill, the position of the Commission has not been 
cleared with the Bureau of the Budget. 

Mr. Davis. Is there anything further any of you think should go 
in the record? Do you think that covers everything? 

Mr. Ruppock. I think it covers it, sir. 

Mr. CuNNINGHAM. It does as far as I am concerned. 

Mr. Davis. That being the case, that will conclude the hearing. 

(Thereupon, at 10:15 a.m., the hearing was concluded and the sub- 
committee went into executive session. ) 
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